Introduction
In the last decade, there has been a pivotal shift of attention by economic scholars from financial crises and behavioral finance to the crave for more understanding of the subject matter called "Economic Policy Uncertainty" and how its impact can affect other This great abnormality which may first affect investment in the economy may occur base on the magnitude of the uncertainty shock, and the longevity of the transmission channels with which the shock have to penetrate to cause negative multiplier effects in the economy. The longer the transmission channel, the less harsh may be the outcome; because the effect may have been neutralized by proper economic policies; but the shorter the channel, the more harmful the effect can be to the economy. Hence, this study attempt to determine and construct a suitable methodology for the measurement of economic policy uncertainty index as it relates to GCC countries using a monthly data set from 2004M1-2018M8 and provides important implication for equity investment and risk management to the council by examining the impact of Europe's Economic policy Uncertainty on GCC stock markets. The remaining part of this study is written in sections and they are as follows: Section 2 accounts for the literature and stylized facts, section 3 unraveled the data and methodology that is used; Section 4 contains the empirical results and discussion of the results; and section 5 contains the conclusion.
Literature Review
Some recent studies have shown that uncertainty shocks may generate short sharp recessions and recoveries in some economies. Also uncertainty can affect or dissolve the bond that exist among councils that are formally integrated (Ludvigson et al 2017; Giovanni et al. 2017; Sum, 2013 & Mueller et al. 2012 ) . Studies like Vichet Sum 2 , (2013), uses VAR methodology to investigates if the changes of economic policy uncertainty in the US can explain the returns on stock markets of Indonesia, Malaysia, Philippines, Singapore and Thailand. The results suggested that the changes in economic policy uncertainty in the US are negatively linked to the returns on the five ASEAN stock markets. Also, (Palomaki, Roope, 2016 in his study, "Economic policy uncertainty and stock return synchronicity in the increasingly integrated European Union" analyzes how government policy uncertainty and economic integration affect stock return synchronicity in the European Union over the period 1990 to 2015. The result reveled a higher synchronicity of stock markets between and inside the member states if there is a high economic policy uncertainty. Policy uncertainty is higher in weaker economic conditions, and synchronicity generally increases when economic conditions decline, when measured with GDP growth.
In other work like Orcun Kaya (2018) studied the impact of Economic Policy Uncertainty in Europe and discovered that banks could turn out to be a central channel to transmit EPU to the real economy, and these negative spillovers are heightened via stock market volatilities, higher bond spreads and subdued funding of the private sector. In another research "Economic Policy Uncertainty and Stock Market Performance: Evidence from the European Union, Croatia, Norway, Russia, Switzerland, Turkey and Ukraine" done by Vichet Sum,(2012) the negative effect of the change in economic policy uncertainty in Europe on stock market returns in European Union, Croatia, Norway, Russia, Switzerland, Turkey and Ukraine has found that there is need for good understanding and proper reaction whenever EPU sets in.
The research "Economic Policy Uncertainty and Long-Run Stock Market Volatility and Correlation" by Asgharian H., Christiansen Ch., Jun Hou A. (2018) . investigates long-run stock market volatility and correlation for the US and UK using Baker, Bloom and Davis's (2016) economic policy uncertainty indices in combination with the mixed data sampling (MIDAS) approach. The results reveal that long-run US-UK stock market correlation depends positively on US EPU shocks. The important finding is that the dependence is asymmetric, with only positive shocks-increasing uncertainty-being of importance. Furthermore, Brexit is a recent example of economic policy uncertainty and its impact on stock market returns is an interesting topic for research. In "Policy Uncertainty and International Financial Markets: The Case of Brexit" by A. Belke et al (2016) . the impact of the uncertainty caused by Brexit on both the UK and international financial markets, for the first and second statistical moments are assessed. Using panel and single country seemingly unrelated regressions estimation methods the authors analysed the effect of Brexit on levels of stock returns, sovereign credit default swaps, 10-year interest rates in 19 predominantly European countries, and those of the British pound and the euro. The results show that Brexit-induced policy uncertainty will continue to cause instability in key financial markets and has the potential to damage the real economy in both the UK and other European countries, even in the medium run. One of the findings is that the main losers of such economic policy uncertainty in UK are the GIIPS (Greece, Ireland, Italy, Portugal and Spain) economies Stylised Facts. The EU-GCC trade has been steadily growing between 2006 and 2016 raising by 53% in ten years. In 2017 EU exports to GCC countries were diverse but focused on industrial products (91.1%). Machinery and transport equipment (€47,3 billion, 47,4%) and chemicals (€11.6 billion, 11.7%) were the main categories of products exported in 2017. At the same time EU imports from GCC countries are mainly mineral fuels and mining products (€28,7 billion, 65,5%) and chemicals (€5,0 billion, 11,5%). The numbers show that the EU was the first trading partner for the GCC in 2018 accounting for 14.6% of its Abdullah Saeed S Algahtani, Hongbing Ouyang, Adam Ali-The Impact of European Uncertainty on the Gulf Cooperation Council Markets total trade, followed by China (12.2%), Japan (8.5%) and India (8.4%). There is also an ongoing cooperation between the EU and GCC on trade and investment issues, macroeconomic matters, climate change, energy and environment as well as research. 3 Graph 1: The correlation between European Uncertainty Index and Saudi Arabia Stock market.
Given this increased economic integration between EU and GCC countries, shocks to the European economy can have a significant impact on GCC countries. Hence, it will be interesting to see whether changes of European economic policy uncertainty can affect the stock markets of the GCC countries. This correlation can be seen in the following graph, where the peak of European News Index are coincided with Saudi Arabia Stock market failures. In the course of our study, we found out that news changes in Europe have negative effect on GCC stock markets, but the results of our empirical analysis are not significant. This phenomenon can be explained by underdeveloped stock markets of GCC countries. The effect of two other variables (Dollar exchange rate, US 3-month Treasury bill rate) is not significant, but Brent oil prices has a positive and significant effect on GCC stock markets. These findings are reasonable because GCC countries are large producer and exporters of oil to the most global economies.
Data and Methodology
Monthly data are used for this analysis. European uncertainty policy index is provided by policyuncertainty.com. This index is constructed from three types of underlying The collapse began on the following day. By the end of 2006, the stock market's main index, the TASI, had lost approximately 65% of its value, and market capitalization had fallen by half, to $326.9 billion. 5 As the global economic crisis took hold, the GCC countries were affected through trade and financial channels is reported in IMF's research GCC countries. During 2007-2008 GCC financial sector imbalances have arisen and came to the fore, especially in the United Arab Emirates (UAE), Kuwait and Bahrain, given these countries' close linkages with global equity and credit markets. 6 The monthly data on GCC countries' stock returns, Brent and OPEC oil prices are retrieved from Bloomberg.
In order to determine if the changes in EPU in the Europe can explain stock market returns in GCC countries, the time series regression was carried out. In this section we have the change of European EPU as a regressor, and Brent oil price, Dollar exchange rate and US 3-month Treasury bill rate as control variables. Next the vector autoregressive (VAR) analysis is employed to determine how stock market in each country responds to the economic policy uncertainty shocks in Europe. The model is presented below: 
Results
First of all some statistical analysis is presented to see the characteristics of the used data. The Augmented Dickey Fuller Unit Root test shows that our data series are not stationary at level hence, we integrated them to order 1 to make them stationary. After this simulation, we construct the pairwise correlation matrix of the data series. And from the table presented below, we can see that the GCC countries' stock markets move in the same direction: the correlation between GCC countries' stock market indices are positive. From the table further suggests that the correlation between GCC countries' stock indices and European Uncertainty index is negative. It means that the stress in European markets spillover to the GCC countries have been a negative effects. This phenomenon is presented in Table 1 Table 2 it can be seen that the change of European Uncertainty Index has the negative effect on GCC countries' stock markets. For 2004M1-2010M12 time frame only the regressions for stock markets of Oman and Qatar are significant at 5 per cent significance level. For 2011M1-2018M8 time frame all regressions are not significant. These results can be explained by the fact that GCC stock markets are relatively new compared to many other markets in the world and the impact of the change in European Uncertainty Index can be not significant. While Kuwait and Saudi Arabia can boost of some good history, other markets are of recent phenomena. 7 We augmented the empirical model to incorporate the control variables. In this analysis Brent oil price, Dollar exchange rate and US 3-month Treasury bill rate were included as control variables and the results is presented in Table 3 Table 3 it's obvious to depict that the regressors are not significant at 5 per cent significance level and only Brent Oil price is significant at 5 per cent significance level for 2004-2018 time horizon. The GCC countries are large suppliers of oil for the world, hence their stock markets can be influenced by the change of it. We can see that the relationship between Oil prices and GCC stock markets is positive. Using a VAR-GARCH model, Al-Maadid et al. (2016) also found out that GCC stock markets and oil prices are highly and positively correlated. Two other variables are not significant at 5 per cent significance level. These insignificant results can be attributed to model misspecification, which means that the relationship between Dollar exchange rate, US 3-month Treasury bill rate and Stock markets is non-linear. 
Conclusions
This study investigates if the change of European uncertainty index has significant effect on GCC countries' stock market returns. We also examine the impact of Brent oil price, Dollar exchange rate and US 3-month treasury bill rate on GCC countries' stock market returns. Findings suggest that the change of European economic uncertainty index has not significant effect in GCC countries' stock market returns. The impact of Dollar exchange rate and US 3-month Treasury bill rate on GCC countries' stock market returns are not significant too in case of our time framework, and only the positive impact of Brent oil price is significant in our empirical analysis. 
